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RECOMMENDATIONS FOR FUTURE ALLOCATIONS OF
LOTTERY FUNDS FOR EDUCATION

The Nebraska Constitution requires that 44.5% of all lottery proceeds after prizes, expenses, and an
initial transfer of $500,000 for compulsive gamblers be used for education as the Legislature may
direct. As directed in 1.B528 (2021)", the Education Committee is making its recommendations
regarding how the funds should be allocated to best advance the educational priorities of the state
for the five-year period beginning with fiscal year 2024-25".

Although the Committee is interested in hearing other proposals that may be introduced during the
2023 legislative session, the Education Committee generally recommends that the Legislature:

e Continue to allocate lottery funds to provide grants to support innovation that improves
education outcomes.

e Continue to support lottery funding of the Nebraska Opportunity Grant for low-income
students at all Nebraska higher education institutions.

e Continue to support lottery funding of the Community College Gap Assistance Program
Fund for Nebraska students not eligible for Federal Pell Grants or state Nebraska
Opportunity Grants

e Create the Door to College Scholarship fund for Nebraska high youth rehabilitation and
treatment center (YRTC) graduates

e Create the Access College Early Scholarships for low-income students taking postsecondary
educational courses while still being enrolled in high school

e Create the Mental Health Training Cash Fund in order to coordinate and administer mental
health first aid training for school districts, as provided by LB 912 (2022)

e Allocate lottery funds to support innovative career-readiness programs that:

o Encourage high school students to acquire skills and credentials associated with
trade occupations experiencing shortages of qualified workers in Nebraska, or
o Pursue courses that give students a head start in obtaining a postsecondary degree.

e Continue to fund the Excellence in Teaching Program to encourage students to pursue
teaching degrees in high-demand teaching positions and to serve in rural areas where there
are teacher shortages. The Committee believes the program could be adjusted to add
programs that help teachers to become better teachers.

e Create a program to allow lottery funding for each K-12 school to create innovative
employee training to address student behavioral issues.

Members of the Education Committee gathered information from research done by committee staff
as they considered the future use of lottery proceeds to enhance education in Nebraska. The
Committee understands that lottery proceeds are unpredictable and are voluntarily generated from a
limited segment of the population without regard to many of the factors that are generally relied
upon to direct tax policy. Therefore, the Committee concluded that it is the function of the state
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General Fund to support state responsibilities and priorities. The Committee continues to agree with
the Legislature’s past decision to allocate the lottery funds by percentage, again due to the
unpredictable nature of lottery proceeds.

The Committee proposes distributing the 44.5% of lottery funds allocated for education, for the 5-
year period beginning on July 1, 2023, as follows:

® (2% to the Nebraska Opportunity Grant Fund

e 7% to the Community College Gap Assistance Program Fund

e 1% to the Door to College Scholarship

e 2% to Career Readiness and Dual Credit

e 17% to the State Department of Education’s three focus areas: Teacher recruitment and

retention, school improvement, and reading/math score improvement
e 1.5% to mental health training
e 9.5% to the Behavioral Training Cash Fund

The Committee further proposes that those allocations be distributed directly to the agencies
responsible for managing the funds and not unnecessarily funneled through the Department of
Education. In an effort to ensure future Education Committees will be able to study and analyze the
effectiveness of lottery allocations, the Committee recommends implementing standardized auditing
reports to be provided to the Office of the Nebraska Auditor of Public Accounts.

The Committee continues to believe that due to loss of institutional knowledge resulting from
turnover in the makeup of the legislative body, a sunset for lottery allocations after 5 years still
remains the best policy to allow a future Education Committee access to evaluate the best uses of
lottery proceeds for enhancing education in Nebraska.



CHAPTER I: CURRENT LAW

The following constitutional and statutory provisions reflect the current law as it relates to education
funding from the Nebraska Lottery.

Constitutional Provision

Neb. Const. art. I1I, § 24. Games of chance, lotteries, and gift enterprises; restrictions;
parimutuel wagering on horseraces; bingo games; use of state lottery proceeds.'

(1) Except as provided in this section, the Legislature shall not authorize any game of chance or
any lottery or gift enterprise when the consideration for a chance to participate involves the payment
of money for the purchase of property, services, or a chance or admission ticket or requires an
expenditure of substantial effort or time.

(2) The Legislature may authorize and regulate a state lottery pursuant to subsection (3) of this
section and other lotteries, raffles, and gift enterprises which are intended solely as business
promotions or the proceeds of which are to be used solely for charitable or community betterment
purposes without profit to the promoter of such lotteries, raffles, or gift enterprises.

(3)(a) The Legislature may establish a lottery to be operated and regulated by the State of
Nebraska. The proceeds of the lottery shall be appropriated by the Legislature for the costs of
establishing and maintaining the lottery and for the following purposes, as directed by the Legislature:

(i) The first five hundred thousand dollars after the payment of prizes and operating expenses
shall be transferred to the Compulsive Gamblers Assistance Fund;

(if) Forty-four and one-half percent of the money remaining after the payment of prizes and
operating expenses and the initial transfer to the Compulsive Gamblers Assistance Fund shall be
transferred to the Nebraska Environmental Trust Fund to be used as provided in the Nebraska
Environmental Trust Act;

(ii) Forty-four and one-half percent of the money remaining after the payment of prizes and
operating expenses and the initial transfer to the Compulsive Gamblers Assistance Fund shall be used
for education as the Legislature may direct;

(iv) Ten percent of the money remaining after the payment of prizes and operating expenses and
the initial transfer to the Compulsive Gamblers Assistance Fund shall be transferred to the Nebraska
State Fair Board if the most populous city within the county in which the fair is located provides
matching funds equivalent to ten percent of the funds available for transfer. Such matching funds
may be obtained from the city and any other private or public entity, except that no portion of such
matching funds shall be provided by the state. If the Nebraska State Fair ceases operations, ten
percent of the money remaining after the payment of prizes and operating expenses and the initial
transfer to the Compulsive Gamblers Assistance Fund shall be transferred to the General Fund; and



(v) One percent of the money remaining after the payment of prizes and operating expenses and
the initial transfer to the Compulsive Gamblers Assistance Fund shall be transferred to the
Compulsive Gamblers Assistance Fund.

(b) No lottery game shall be conducted as part of the lottery unless the type of game has been
approved by a majority of the members of the Legislature.

(4) Nothing in this section shall be construed to prohibit (a) the enactment of laws providing for
the licensing and regulation of wagering on the results of horseraces, wherever run, either within or
outside of the state, by the parimutuel method, when such wagering is conducted by licensees within
a licensed racetrack enclosure or (b) the enactment of laws providing for the licensing and regulation
of bingo games conducted by nonprofit associations which have been in existence for a period of five
years immediately preceding the application for license, except that bingo games cannot be conducted
by agents or lessees of such associations on a percentage basis.

Statutory Provision

Neb. Rev. Stat. § 9-812. State Lottery Operation Trust Fund; State Lottery Operation Cash
Fund; State Lottery Prize Trust Fund; created; transfers; Nebraska Education Improvement
Fund; created; use; investment; unclaimed prize money; use.’

(1) All money received from the operation of lottery games conducted pursuant to the State
Lottery Act in Nebraska shall be credited to the State Lottery Operation Trust Fund, which fund is
hereby created. All payments of the costs of establishing and maintaining the lottery games shall be
made from the State Lottery Operation Cash Fund. In accordance with legislative appropriations,
money for payments for expenses of the division shall be transferred from the State Lottery Operation
Trust Fund to the State Lottery Operation Cash Fund, which fund is hereby created. All money
necessary for the payment of lottery prizes shall be transferred from the State Lottery Operation Trust
Fund to the State Lottery Prize Trust Fund, which fund is hereby created. The amount used for the
payment of lottery prizes shall not be less than forty percent of the dollar amount of the lottery tickets
which have been sold.

(2) A portion of the dollar amount of the lottery tickets which have been sold on an annualized
basis shall be transferred from the State Lottery Operation Trust Fund to the Education Innovation
Fund, the Nebraska Opportunity Grant Fund, the Nebraska Education Improvement Fund, the
Nebraska Environmental Trust Fund, the Nebraska State Fair Board, and the Compulsive Gamblers
Assistance Fund as provided in subsection (3) of this section. The dollar amount transferred pursuant
to this subsection shall equal the greater of (a) the dollar amount transferred to the funds in fiscal year
2002-03 or (b) any amount which constitutes at least twenty-two percent and no more than twenty-
five percent of the dollar amount of the lottery tickets which have been sold on an annualized basis.
To the extent that funds are available, the Tax Commissioner and director may authorize a transfer
exceeding twenty-five percent of the dollar amount of the lottery tickets sold on an annualized basis.

(3) Of the money available to be transferred to the Education Innovation Fund, the Nebraska
Opportunity Grant Fund, the Nebraska Education Improvement Fund, the Nebraska Environmental
Trust Fund, the Nebraska State Fair Board, and the Compulsive Gamblers Assistance Fund:



(a) The first five hundred thousand dollars shall be transferred to the Compulsive Gamblers
Assistance Fund to be used as provided in section 9-10006;

(b) Beginning July 1, 2016, forty-four and one-half percent of the money remaining after the
payment of prizes and operating expenses and the initial transfer to the Compulsive Gamblers
Assistance Fund shall be transferred to the Nebraska Education Improvement Fund;

(c) Forty-four and one-half percent of the money remaining after the payment of prizes and
operating expenses and the initial transfer to the Compulsive Gamblers Assistance Fund shall be
transferred to the Nebraska Environmental Trust Fund to be used as provided in the Nebraska
Environmental Trust Act;

(d) Ten percent of the money remaining after the payment of prizes and operating expenses and
the initial transfer to the Compulsive Gamblers Assistance Fund shall be transferred to the Nebraska
State Fair Board if the most populous city within the county in which the fair is located provides
matching funds equivalent to ten percent of the funds available for transfer. Such matching funds
may be obtained from the city and any other private or public entity, except that no portion of such
matching funds shall be provided by the state. If the Nebraska State Fair ceases operations, ten
percent of the money remaining after the payment of prizes and operating expenses and the initial
transfer to the Compulsive Gamblers Assistance Fund shall be transferred to the General Fund; and

(e) One percent of the money remaining after the payment of prizes and operating expenses and
the initial transfer to the Compulsive Gamblers Assistance Fund shall be transferred to the
Compulsive Gamblers Assistance Fund to be used as provided in section 9-1000.

(4) The Nebraska Education Improvement Fund is created. The fund shall consist of money
transferred pursuant to subsection (3) of this section, money transferred pursuant to section 85-1920,
and any other funds appropriated by the Legislature. The fund shall be allocated, after actual and
necessary administrative expenses, as provided in this section for fiscal years 2016-17 through 202021.
A portion of each allocation may be retained by the agency to which the allocation is made or the
agency administering the fund to which the allocation is made for actual and necessary expenses
incurred by such agency for administration, evaluation, and technical assistance related to the
purposes of the allocation, except that no amount of the allocation to the Nebraska Opportunity
Grant Fund may be used for such purposes. On or before December 31, 2019, the Education
Committee of the Legislature shall electronically submit recommendations to the Clerk of the
Legislature regarding how the fund should be allocated to best advance the educational priorities of
the state for the five-year period beginning with fiscal year 2021-22. For fiscal year 2016-17, an amount
equal to ten percent of the revenue allocated to the Education Innovation Fund and to the Nebraska
Opportunity Grant Fund for fiscal year 2015-16 shall be retained in the Nebraska Education
Improvement Fund. For fiscal years 2017-18 through 2020-21, an amount equal to ten percent of the
revenue received by the Nebraska Education Improvement Fund in the prior fiscal year shall be
retained in the fund. For fiscal years 2016-17 through 2020-21, the remainder of the fund, after
payment of any learning community transition aid pursuant to section 79-10,145, shall be allocated as
follows:

(a) One percent of the allocated funds to the Expanded Learning Opportunity Grant Fund to
carry out the Expanded Learning Opportunity Grant Program Act;



(b) Seventeen percent of the allocated funds to the Department of Education Innovative Grant
Fund to be used (i) for competitive innovation grants pursuant to section 79-1054 and (ii) to carry
out the purposes of section 79-759;

(c) Nine percent of the allocated funds to the Community College Gap Assistance Program
Fund to carry out the community college gap assistance program;

(d) Eight percent of the allocated funds to the Excellence in Teaching Cash Fund to carry out
the Excellence in Teaching Act;

(e) Sixty-two percent of the allocated funds to the Nebraska Opportunity Grant Fund to carry
out the Nebraska Opportunity Grant Act in conjunction with appropriations from the General
Fund; and

(f) Three percent of the allocated funds to fund distance education incentives pursuant to
section 79-1337.

(5) Any money in the State Lottery Operation Trust Fund, the State Lottery Operation Cash
Fund, the State Lottery Prize Trust Fund, the Nebraska Education Improvement Fund, or the
Education Innovation Fund available for investment shall be invested by the state investment officer
pursuant to the Nebraska Capital Expansion Act and the Nebraska State Funds Investment Act.

(6) Unclaimed prize money on a winning lottery ticket shall be retained for a period of time
prescribed by rules and regulations. If no claim is made within such period, the prize money shall be
used at the discretion of the Tax Commissioner for any of the purposes prescribed in this section.

Legislative History

The following is a 30-year snapshot of law changes related to education funding from lottery.

1991

LR24CA (Speaker Dennis Baack at the request of Governor Ben Nelson)
e Adopted by the Legislature for submission to voters at the November 1992 general
election
e Authorized the Legislature to establish a lottery
e Proceeds to be appropriated for the cost of the lottery and such other purposes as the
Legislature may direct
e Legislature authorized to direct proceeds to compensate depositors of bankrupt
industrial loan and investment companies until July 1, 1997
LB849 (Speaker Dennis Baack at the request of Governor Ben Nelson)
e Implementing legislation for LR24CA to be operative following approval by the voters
e 49.5% of proceeds after prizes and expenses to be deposited into the Education
Innovation Fund, 49.5% to the Legislative Assistance Fund, and 1% to Gamblers
Assistance Fund. The Legislative Assistance Fund was to be used for one-time
expenditures, not to supplement an existing budget, or to finance long-term or ongoing
projects
e Governor to award incentive grants from the Education Innovation Fund



e Mini-grants to school districts to support the development of local strategic plans
e Major competitive grants for innovative programs directly related to local strategic plans
o Recipients could include school districts, teachers or groups of teachers, educational
foundations, educational service units, or cooperatives
o Purposes could include:
* Development of local strategic plans
* Educational technology
® Professional staff development programs
* Educational accountability programs
=  Alternative programs for students
* Programs that demonstrate improvement of student performance
* FEarly childhood education and parent education
* Programs using decision-making models that increase involvement of
parents, teachers, and students in school management
= Increased involvement of the community
* Development of magnet or model programs designed to facilitate
desegregation
* Programs that address family and social issues that impair learning
* Programs enhancing critical and higher-order thinking
® Programs which produce the quality of education necessary to guarantee a
competitive workforce
* Programs designed to increase productivity of staff and students through
innovative use of time
e Excellence in Education Council to be established by the Governor to make
recommendations regarding the selection of projects to be funded

1992

LB1257 (Senator Spencer Morrissey)
e The Legislative Assistance Fund is replaced in the implementing provisions
o Through July 1, 1997, 24.5% of proceeds after prizes and expenses allocated to
Solid Waste Landfill Closure Assistance Fund and 25% to Environmental Trust
Fund
o After July 1, 1997, 49.5% to Environmental Trust Fund
LR24CA (1991, Speaker Dennis Baack at the request of Governor Ben Nelson)

e Approved by the voters in November

1993

LB138 (Senator Eric Will at the request of Governor Ben Nelson)

e Changed and reenacted provisions of LB849 (1991), as amended by LB1257 (1992),
following the approval of LR24CA by the voters

e Required school districts to have a strategic plan in place prior to receiving a major
competitive grant
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e Special consideration for plans including public or private matching funds and
cooperative agreements

e Membership defined for the Excellence in Education Council

LB563 (Senator Stan Schellpeper)

e Replaced “local strategic plans” with “strategic school improvement plans”

e Added training for teachers to work with technology to the allowable purposes for
major competitive grants

e Required the Excellence in Education Council to consult with the Nebraska

Department of Education (NDE) and required the Department to staff the Council
1994

LB647 (Senator Janis McKenzie)

e Added programs to serve the educational needs of learners with high ability to the
purposes for major competitive grants
o The measure provided for approved programs for learners with high ability and
required the identification of such students
LB694 (Senator Eric Will)
e Required rules and regulations to be adopted by the State Board of Education with
regard to the selection and administration of grants
LB1066 (Senator Ernie Chambers)

e Technical change with regard to investment of lottery funds

1995

LB275 (Senator Dwite Pedersen)
e Changes regarding compulsive gambler funds
LB860 (Senator Bud Robinson)
e (larification was added for major competitive grants related to technology
o A goal was stated for all K-12 systems to have a direct connection to a
statewide public computer information network by June 30, 2000
o Additional funding was provided by crediting repayment of loans from the
School Weatherization Fund to a new School Technology Fund
o Educational Service Units (ESU) were required to develop a plan to meet the
goal, authorized to use 50% of their 0.5¢ technology levy for the purpose and
collect network fees from districts
1996

LB900 (Senator Ardyce Bohlke)
e Harmonized existing provisions with the recodification of the education statutes

LB1069 (General Affairs Committee: Senator Stan Schellpeper, Chair)
e Technical changes regarding the operation of the lottery
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1997

LB118 (Senator Ray Janssen)

e Mini-grants of up to $5,000 allowed for same purposes as major competitive grants for
districts with budgets of $350,000 or less with a curriculum support plan related to the
grant

LLB347 (Senator Ardyce Bohlke)

e Harmonized lottery provisions with a change in a cross-reference
LB710 (Senator Ardyce Bohlke)

e Harmonized lottery provisions with a change in a cross-reference
LB865 (Education Committee: Senator Ardyce Bohlke, Chair)

e Added to the purposes for major competitive grants:

o Programs demonstrating improved outcomes through emphasis on prevention,
and;
o Collaborative planning for students with disabilities who receive special

education and need support services
1998

LB924 (Senator Joyce Hillman at the request of Governor Ben Nelson)

e Created the Nebraska Information Technology Commission (NITC) and required
review by the NITC prior to the awarding of major competitive grants for technology
LB1228 (Senator Ardyce Bohlke)
e Created the Quality Education Accountability Act
o Incentives for school districts to meet quality factors
* Primary factors
e Adopting academic standards
e Alternative education for expelled students
e Average score on standard college admission test above the statewide average with at
least 60% of seniors taking the test
o Premier factors
® Teacher with national certification
®  30% of teachers with advanced degrees
* Mentoring for all 1¥-year teachers
* Improves drop-out rate or maintains a rate of 4% or less
= Approved program for high-ability learners
o All primary factors required for incentive and increasing number of premier
factors for successive incentives
* Reduced incentive if 40% or more of the students in poverty and only
primary factor not met was the college admission test score
o $50 per adjusted formula student or $100 if in the very sparse cost group
o Used only for pilot projects or model programs for the same purposes as major
competitive grants
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o Feasibility study for statewide financial reporting system was
required

o Direction was given to begin a statewide assessment program

o Guidelines and funding for mentor teacher programs was

established

o Administered by the Excellence in Education Council

e Revised the allocation of the Education Innovation Fund as follows:

o Up to 10% for mentor teacher programs

o Up to 70% for quality education incentives

o Up to 20% for major competitive grants and mini-grants awarded by the
Governor

LB1229 (Senator Ardyce Bohlke)

e Harmonized lottery provisions with terminology changes regarding high-ability learners

1999

LLB386 (Senator Ardyce Bohlke)

e Recognized the addition of a General Fund appropriation of $6 million over two years
to assist ESU’s with infrastructure and technology training to meet the goal for all K-12

systems to have a direct connection to a statewide computer information network by
June 30, 2000
2000

LB659 (Senator Daniel Lynch)
e Added an initial transfer of $500,000 to the Compulsive Gamblers Assistance Fund to
precede the percentage allocations of lottery distributions
e The existing 1% allocation to the Compulsive Gamblers Assistance Fund remains intact
L.B1243 (Senator Ardyce Bohlke)
e (larified that special education programs include children from birth to 21 for purposes of

major competitive grants
2001

LB797 (Education Committee: Senator Ron Raikes, Chair)

e Technical language improvements to the lottery provisions without substantive changes
LB833 (Senator Curt Bromm)

e Up to $1.5 million each year for two years from the Governor’s grants allocation diverted to
distance education network completion grants
e Language regarding the goal of connecting all districts by June 30, 2000 eliminated
Spec. Sess., LB3 (Speaker Doug Kristensen at the request of Governor Mike Johanns)

e TFirst-time allocation of the Education Innovation Fund is changed in response to economic
circumstances
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e For 2001-02 and 2002-03, $1.5 million each year for distance education network completion
grants is maintained while all other uses are eliminated for those two years and the
remainder of available funds are allocated to the state General Fund

e Beginning with 2003-04:

o Funds for quality education incentives reduced from 70% to 60%

o Governot’s grants allocation reduced from 20% to 10%

o Attracting Excellence to Teaching forgivable loan program to receive a new
allocation of 20%

0 Mentor teacher allocation continues at 10%
2002

LB1105 (Transportation & Telecommunications Committee: Senator Curt Bromm, Chair)
e Harmonized cross-reference changes in the recodification of telecommunications and
technology statutes
LB1310 (Speaker Doug Kristensen at the request of Governor Mike Johanns)
e Transferred an additional $1.6 million from the Education Innovation Fund to the General
Fund in July 2002
Second Spec. Sess., LB1 (Speaker Curt Bromm at the request of Governor Mike Johanns)
e Transferred another addition of $2,018,199 from the Education Innovation Fund to the
General Fund in August 2002
e For 2003-04 and 2004-05, all educational uses atre eliminated and the available funds in the

Education Innovation Fund are allocated to the state General Fund
2003

LB367 (Senator Ray Janssen)
e Modified lottery operations
LB574 (Senator Ron Raikes)
e Combined three existing need-based aid programs into the Nebraska Scholarship Act
e FEliminated quality education incentives
e Split the 49.5% allocation to the Education Innovation Fund in half and allocated the other
24.75% to the Nebraska Scholarship Fund
o 'This also reduced the amount available to be transferred to the General Fund
e Beginning in 2005-006, allocations from the Education Innovation Fund were modified:

o Mentor teacher programs went up from 10% to 20% and Attracting Excellence
went up from 20% to 40%, which kept both programs at the same level in light of
the reduction in the Education Innovation Fund

o The allocation for the Governor’s grants went up from 10% to 40%, which
approximately doubled the amount that would be available for the grants

e Note that none of these programs had received lottery funds since 2000-01

2004

LLB1083 (Senator Jim Jensen)
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e Harmonized modifications regarding compulsive gamblers
LB1091 (Speaker Curt Bromm at the request of Governor Mike Johanns)

e New school district reorganization incentives created for reorganizations between June 1,
2005 and May 31, 2007

e New allocation of $1 million to the School District Reorganization Fund each year for
200506 and 2006-07

e Other allocations for education purposes suspended for two more years and the remainder
to be transferred to the state General Fund

e All unobligated balances in the Education Innovation Fund transferred to the state General
Fund on July 15, 2005

LR209CA (Senator Dave Landis)
e Adopted by the Legislature for submission to the voters at the November 2004 general
election and approved by the voters at that election

e [Established a constitutional allocation of lottery proceeds after prizes and expenses of:
o First $500,000 to the Compulsive Gamblers Assistance Fund
o 1% to the Compulsive Gamblers Assistance Fund in addition to the $500,000
O  44.5% to the Nebraska Environmental Trust Fund
o 44.5% for education as the Legislature may direct
o 10% to the Nebraska State Fair Board upon meeting specified conditions

2006 (Note: There were no changes in 2005.)

LB1208 (Senator Ron Raikes)
e Statutory provisions harmonized with the new constitutional language
e Hducation Innovation Fund allocation reduced from 24.75% to 19.75%
o Nebraska Scholarship Fund maintained its 24.75% allocation
e For the Education Innovation Fund:
o The previous direction for §1 million to the School District Reorganization Fund
allocation for 2006-07 is retained
o0 The transfer of the remainder from the Education Innovation Fund to the state
General Fund for 2006-07 was replaced with the following allocations:
= $250,000 to Attracting Excellence to Teaching
* The remainder to distance education equipment and incentives
o The allocations for 2007-08 through 2015-16 remained the same except:
® The transfer to the School District Reorganization Fund did not continue
past 2006-07
* The Attracting Excellence to Teaching allocation increased to $500,000 for
2007-08, $750,000 for 2008-09, and $1 million thereafter
0 The Education Innovation Fund allocations terminated at the end of 2015-16 and
the funds were to be allocated for education purposes as provided by the Legislature
o Provisions regarding the Governor’s grants and the Excellence in Education Council
were eliminated
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2007

LB638 (General Affairs Committee: Senator Vickie McDonald, Chair)
e Modified lottery operations

2009 (Note: There were no changes in 2008.)

LB286 (General Affairs Committee: Senator Russ Karpisek, Chair)
e Modified lottery operations
LB545 (Senator Greg Adams)
e Funding transferred to the Education Innovation Fund from the School District
Reorganization Fund transferred back to the School District Reorganization Fund for a new
round of reorganization incentives for reorganizations between June 1, 2009 and May 31,
2011 ($456,912)
LB547 (Senator Greg Adams)

e The Attracting Excellence to Teaching forgivable loan program for teacher candidates
included with a new Enhancing Excellence in Teaching forgivable loan program for existing
teachers under the Excellence in Teaching Act

e The $1 million allocation of lottery funds modified to include both programs

First Spec. Sess., LB2 (Speaker Mike Flood at the request of the Governor Dave Heineman)

e $10 million transferred from the Education Innovation Fund to the University Cash Fund

on December 31, 2009
2010

LB956 (Senator Greg Adams)
e Lottery provisions harmonized with the renaming of the Nebraska Scholarship Act as the

Nebraska Opportunity Grant Act
2011

LB333 (Education Committee: Senator Greg Adams, Chair)
e Implemented budget cutting recommendations from the LR542 process
e Continued the Attracting Excellence to Teaching program for existing loan recipients, but
eliminated funding for new applicants and completely eliminated funding for the Enhancing
Excellence in Teaching program for 2011-12 and 2012-13
o Reduced the allocation for the Excellence in Teaching program from $1 million to
$225,000 for 2011-12 and $45,000 for 2012-13
o Restored the $1 million per year allocation beginning with 2013-14
e Transferred funding for programs from the General Fund to the lottery for 2011-12
through 2015-16 as follows:
o $3,365,962 for early childhood education grants for 2011-12 and 2012-13 only
o $2,175,673 for accelerated or differentiated curriculum programs for 2011-12 and
2012-13, adding basic allowable growth for the remaining years
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o $491,541 for the student data system for 2011-12, and $108,136 for 2012-13 adding
basic allowable growth for the remaining years
o $450,000 for the Center for Student Leadership and Extended Learning for 2011-12
and 2012-13, adding basic allowable growth for the remaining years
o $114,629 for multicultural education for 2011-12 and 2012-13, adding basic
allowable growth for the remaining years
o $123,468 for a teacher certification investigator for 2011-12 and 2012-13, adding
basic allowable growth for the remaining years
e The remainder continued to be allocated for distanced education equipment and incentives
e Transferred balance of the School District Reorganization Fund back to the Education
Innovation Fund on July 1, 2011 (estimated $277,700)
e Measure also eliminated the student achievement coordinator
LB575 (Senator Scott Price)
e Adopted the Interstate Compact on Educational Opportunity for Military Children
e Allocated $27,200 of lottery funds for the Compact for 2012-13
LB637 (Senator Greg Adams)
e Allocated $160,000 for the 2011-12 through 2013-14 college admissions test pilot project

2012

LB1079 (Senator Heath Mello)
e [Hstablished bridge programs for adult learners to earn postsecondary education credentials
in an expedited manner
e Allocated $200,000 of lottery funds per year for 2012-13 through 2014-15 for such

programs
2013

LB6 (Senator Bob Krist)
e Modified compulsive gambler provisions
LB366 (Senator Tanya Cook)
e Created the Diploma of High School Equivalency Assistance Act
e One time allocation of $85,550 in lottery funds for 2013-14 to carry out the Act
L.B495 (Senator Kate Sullivan)
e Stated an intent to move programs back to General Fund appropriations and eliminated
lottery allocations beginning with 2013-14 for:
o Student information system
o Center for Student Leadership and Extended Learning
o Multicultural Education Program
o Teacher certification investigator
e Allocated $1,750,000 to early childhood education grants for 2013-14, $1,850,000 for
201415, and $1,950,000 for 2015-16
e Allocated $1 million each year for 2013-14, 2014-15, and 2015-16 to the Early Childhood
Education Endowment Cash Fund
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e Allocated $10,000 each year for the Interstate Compact on Educational Opportunity for
Military Children for 2013-14, 2014-15, and 2015-16

®  Programs were successfully moved back to General Fund appropriations and there was an appropriation for
early childhood education grant in addition to the lottery funding

L.B497 (Senator Kate Sullivan)

e Directed all lottery distributions for education to the new Nebraska Education
Improvement Fund beginning July 1, 2016, replacing allocations to the Education
Innovation Fund and the Nebraska Opportunity Grant Fund and terminating such funds on
June 30, 2016

e Prohibited funds received as allocations from the Education Innovation Fund from being
obligated for payments to be made after June 30, 2016

e Required the Education Committee to study potential uses of lottery funds and to report by
December 31, 2014

o Required factors to include in the study:
* Educational priorities of the state
* Types of educational activities suited to lottery funding
*  Whether funds should be used for temporary or ongoing funding
*  Whether periodic reviews should be scheduled
2014

LB967 (Education Committee: Senator Kate Sullivan, Chair)

e Increased the Excellence in Teaching forgivable loan allocation from $1.0 to $1.2 million for
2014-15 and 2015-16

e Reduced the allocation for distance education incentives and equipment from the remainder
to $2 million for 2014-15 and $2.5 million for 2015-16 based on estimates

¢ Added a $1 million allocation for reorganization support payments for both years

e Continued the college admissions test pilot project that would have otherwise expired for
both years, but reduced the allocation from $160,000 to $145,000 per year

e New allocation of $335,000 for career education alignment for 2014-15 and any remaining
funds for 2015-16

e C(larified that, except for reorganization support and early childhood education funds, any
funds that have not been used for their designated purpose on June 30, 2016 will revert to
the Nebraska Education Improvement Fund

e Retained $3 million as the beginning balance in the Nebraska Education Improvement Fund

2015

LB519 (Senator Kate Sullivan)

e Allocated the Nebraska Education Improvement Fund, after actual and necessary
administrative expenses, for fiscal year 2016-17 through 2020-21, as follows:
o 1% Expanded Learning Opportunity Grant Fund
o 17% Department of Education Innovative Grant Fund
o 9% Community College Gap Assistance Program Fund
o 8% Excellence in Teaching Cash Fund
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o0 62% Nebraska Opportunity Grant Fund
o 3% to fund distance education incentives
e Specified that a portion of each allocation may be retained by the agency to which it is
made, or that is administering the fund, for actual and necessary expenses (prior language
was for “administrative expenses”)

o Actual and necessary expenses are defined as those incurred by the agency for
administration, evaluation, and technical assistance related to the purpose of the
allocation

o Except that no amount of the allocation to the Nebraska Opportunity Grant Fund
may be used for such purpose

e Required that an amount equal to 10% of the prior fiscal year’s education distribution be
retained in the Nebraska Education Improvement Fund

e Required that the Education Committee of the Legislature conduct a study of postsecondary
education affordability in Nebraska and alternatives for supporting students and families
with the cost and, on or before December 31, 2015, electronically submit its
recommendations to the Clerk of the Legislature

e Required that on or before December 31, 2019, the Education Committee of the Legislature
shall electronically submit its recommendations to the Clerk of the Legislature regarding
how the fund should be allocated to best advance the educational priorities of the state for
the five-year period beginning with fiscal year 2021-22

Department of Education Innovative Grant Fund

e Directed the State Board of Education to establish a competitive innovation grant
program with lottery funds
o Grantees shall be a school district, an ESU, or a combination of entities that
includes at least one school district or ESU with the district or ESU serving as
the fiscal agent
o Only applications that the State Board deems to be sufficiently innovative and
having a high chance of success shall be awarded a grant
o A grant application shall describe:
®  Specific measurable objectives for improving education outcomes for
PK-12 students or improving the transition between stages of education
or between education and the workforce;
= Method for annual evaluation;
= Potential for the project to be both scalable and replicable; and
* Any cost savings that could be achieved by reductions in other programs
if the funded program is successful
o Based on evaluations received on or before July 1, 2019, for each grant, the State
Board shall recommend the grant project as:
* Representing a best practice;
* A model for a state-supported program; or
= Alocal issue for further study
= Created a best practice allowance within the Tax Equity and Educational
Opportunities Support Act (TEEOSA) formula beginning with 2021-22
e Requires the State Board of Education to submit a report
electronically to the Legislature on or before December 1, 2017,
and by December 1 every year thereafter
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e Gives the State Board authority to adopt and promulgate rules
and regulations
e (reates the Education Innovative Grant Fund
Excellence in Teaching Cash Fund
e Modified the purposes of the Attracting Excellence to Teaching Program and the
Enhancing Excellence in Teaching Program to include retaining teachers in an accredited
ESU
e Expanded the eligibility criterion for the Enhancing Excellence in Teaching Program to
include students enrolled in a course of study leading to an endorsement in a shortage are
specified by the State Board of Education
e Changed the forgivable loan provisions for the Enhancing Excellence in Teaching Program
effective July 1, 2016
o Payment forgiveness amounts, in general, reduced from $3000 to $1500 per year
o Added to the list of eligible teachers those teaching in an accredited ESU in
Nebraska in which at least 40% of the enrolled students qualified for free lunches
o Payment forgiveness amounts for those teaching in an accredited private school or
ESU or an approved private school in Nebraska in which at least 40% of the
enrolled students qualified for free lunches reduced from $6000 annually to $1500
for the first year and $3000 for each year thereafter

e Specified that, in addition to the up to $400,000 to be distributed annually for the Attracting
Excellence to Teaching Program, that up to $800,000 shall annually be distributed to the
Enhancing Excellence in Teaching Program, and that annual funding amounts in excess of
$1.2 million shall be evenly divided between the two programs

e Changed the transfer date for any remaining funds to the Education Improvement Fund
from August 1, 2016 to August 1, 2021

Expanded Learning Opportunity Grant Fund
e Created the Expanded Learning Opportunity Grant Program Act, administered by NDE
o To provide grants to community-based organizations defined the same as in federal
statute for the 21" Century Community Learning Center program
® The first priority of the new state program is to continue existing federally
funded 21* Century Community Learning Centers
* The second priority is to support new expanded learning opportunities in
areas of the state with a high percentage of at-risk children not currently
served by a federal 21* Century Community Learning Center
o Working in partnership with schools in high-need school districts, which are defined
as a school in which 40% or more qualify for free and reduced-price meals
o To provide expanded learning opportunity programs, which means a school-
community partnership that provides participating K-12 students and their families
with programming and other support activities/services:
* That complement but do not duplicate school-day learning
* That create opportunities to strengthen school-community partnerships to
provide support to be successful in school
® That are provided after school and on weekends, holidays, and other hours
when school is not in session
e Outlined the requisite components of each grant proposal, as well as the evaluation of grant
recipient programs
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e Required NDE to provide an electronic report evaluating the expanded learning opportunity
programs to the Legislature by January 1 of each odd-numbered year
Distance Education Incentives

e Expanded the funding of distance education incentives to school districts and educational
service units from 2015-16 until 2020-21 and switched the source of funding from the
Education Innovation Fund to the Education Improvement Fund for those five years

Community College Gap Assistance Program Fund

e Created the Community College Gap Assistance Program Act

e Defined an eligible program as one offered by a community college that:

o Is not offered for credit but is aligned with training programs with stackable
credentials that lead to a program awarding college credit, an associate’s degree, a
diploma or a certificate in an in-demand occupation,

* In-demand occupations defined as:
e Financial services;
e Transportation, warechousing, and distribution logistics;
e Precision metals manufacturing;
e Biosciences;
e Renewable energy;
e Agriculture and food processing;
e Business management and administrative services;
e Software and computer services;
e Research, development, and engineering services;
e Health services;
e Hospitality and tourism; and
e Any other industry designated as an in-demand occupation by the
Committee
o Has a duration of not less than sixteen contact hours in length, and
o Does any of the following:
= Offers a state, national, or locally recognized certificate;
= Offers preparation for a professional examination or licensure;
* Provides endorsement for an existing credential or license;
® Represents recognized skill standards defined by an industrial sector; or
= Offers a similar credential or training

e Placed the direction of the Gap Assistance Program with the Nebraska Community College
Student Performance and Occupational Education Grant Committee and administration
under the Coordinating Commission for Postsecondary Education (CCPE)

e Defined eligibility for an applicant as:

o Family income at or below 250% of poverty; and

o Resident of Nebraska

e Set the application procedure for the program to be made by the community college in
which the applicant is enrolled or intends to enroll

e Required that an applicant shall not receive community college gap assistance for more than
one eligible program

o0 Defined the outcomes that an applicant must demonstrate they are able to achieve
as:
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= Ability to be accepted to and complete an eligible program;

= Ability to be accepted into and complete a postsecondary certificate,
diploma, or degree program for credit;

= Ability to obtain full-time employment; and

= Ability to maintain full-time employment over time

e Defined eligible costs for which assistance can be awarded to include, but not be limited to:

o

@)
@)
@)

Thuition;

Direct training costs;

Required books and equipment; and

Fees, including, but not limited to, fees for industry testing services and background
check services

e Limited the total amount of gap assistance awarded during any fiscal year to $1.5 million

e Allowed for money in the fund to be used for administrative costs
Nebraska Opportunity Grant Fund

e Provided that money in the fund shall include transfers from the Nebraska Education
Improvement Fund until June 30, 2021

2016

LB930 (Senator Jim Scheer)

e New allocation within the 17% for the Education Innovative Grant Fund for 2017-18 to
carry out the administration of a standard college admission test to eleventh grade public
school students

LB1067 (Senator Kate Sullivan)
e New allocation for learning community transition aid for 2016-17 and 2017-18

2017

LB512 (Education Committee: Senator Mike Groene, Chair)
e Removed the 2017-18 sunset provision that allowed NDE to pay for the administration of
the standard college admission test to eleventh grade public school students from the
Education Innovative Grant Fund allocation

e Repealed the best practice allowance from the TEEOSA formula that was set to begin in
2021-22

2019 (Note: There were no changes in 2018.)

LB180 (Senator Kate Bolz)

e Expanded eligible programs to include those offered for credit but are of insufficient clock,
semester, or quarter hours to be eligible for Federal Pell Grants
LB252 (Senator Suzanne Geist)

e Made changes relating to odds of winning disclosures in Nebraska Lottery advertisements
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2021 (Note: There were no changes in 2020.)

LB 528 (Senator Lynne Walz)

e Extended the sunset date to school year 2020-21 for a grant program meant to improve
teacher effectiveness, expanded the list of programs eligible for the Community College Gap
Assistance Program, and changed eligibility requirements for the Access College Early
Scholarship Program.

e Extended the current allocation of state lottery funds to several education-related programs,
including need-based college scholarships for Nebraska students, through fiscal year 2023-
24.

Introduced Bills Aimed to Revise Current Education Lottery Statute

The Committee has taken a position to honor the legislative intent that lottery distributions shall be
studied and, if needed, adjusted in a five-year period, maintaining its commitment to beneficiaries.

Recent legislative bills that have been introduced to modify the current allocations are reported here
for reference to senators. This list is not meant to be exhaustive; however, of all ideas and proposals
explored by current or former senators. Nor is it meant to infer approval or disapproval of the ideas

presented.

2017 (Note: There were no bills in 2016.)

LB525 (Senator Adam Motfeld)™
e Proposed reducing the allocation to Innovative Grant Funds from 17% to 16% beginning
with fiscal year 2017-18
e Proposed reallocating the 1% to the Master Teacher Program Fund

2019 (Note: There were no bills in 2018.)

LB104 (Senator Lou Ann Linehan)"
e Proposed changing the allocations for the six-year period following the current statutory
allocation (beginning with 2021-22), as follows:
o 62% to the Nebraska Opportunity Grant, in conjunction with General Fund
appropriations
o 38% to remain in the Nebraska Improvement Fund until the Legislature directs
otherwise
e Proposed extending the sunset provision for the Nebraska Opportunity Grant Fund from
June 30, 2021 until June 30, 2027
LB563 (Senator Kate Bolz)"
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e Proposed establishing the Access College Early (ACE) Tech Promise Program to be
administered by the Coordinating Commission for Postsecondary Education

e Proposed that the new program provide a scholarship to low-income students who have
successfully participated in the ACE Program at the high school level who are pursuing a
certificate, diploma or associate’s degree full-time at a community college or the Nebraska
College of Technical Agriculture™

e AMI143, submitted to the Education Committee at the February 5, 2019 bill hearing,
proposed changing the Education Improvement Fund allocations for 2019-20 and 2020-21
as follows:"™

o Community College Gap Assistance Program reduced from 9% to 6.5%
o ACE Tech Promise Program 2.5%
LB568 (Senator Adam Motfeld)™
e Proposed removing the sunset provisions for the education lottery distributions
e Proposed removing the required Education Committee report regarding how funds should
be allocated for the five-year period beginning with fiscal year 2021-22
e Proposed removing the word “competitive” from innovation grants pursuant to the
allocated funds for the Department of Education Innovative Grant Fund
e Proposed that NDE establish a mental health first aid training program for teachers and
other personnel employed by a school district or ESU participating in a grant from the
Department of Education Innovative Grant Fund
e Mental health first aid training was to be delivered by properly certified trainers
e Mental health first aid training was to include training on:
o The skills, resources, and knowledge necessary to assist students in crisis connect
with appropriate local mental health care services;
o Mental health resources, including the location of local community mental health
centers; and
Action plans and protocols for referral to such resources
Recipients of mental health first aid training were also to receive instruction
preparing him or her to:
Safely de-escalate crisis situations;
Recognize the signs and symptoms of mental illness, including such psychiatric
conditions as schizophrenia, bipolar disorder, major clinical depression, and
anxiety disorders; and
o Timely refer a student to mental health services in the early stages of the
development of a mental disorder to avoid subsequent behavioral health care
and to enhance the effectiveness of mental health services
e Proposed defining the innovation grant programs in areas including, but not limited to,
o Mental health first aid;
o Early literacy;
o Quality instructional materials;
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o Personalized learning through digital education; or
o Other innovation areas identified by the State Board of Education
LB650 (Senator Justin Wayne)*
e Proposed creating the Teach for Nebraska Summer Program, the Teach for Nebraska
Scholarship Program and the Teach for Nebraska Fund
e Proposed appropriating $1 million in each fiscal year for 2019-20 and 2020-21 from the
Excellence in Teaching Cash Fund to the Teach for Nebraska Fund, and change Neb. Rev.
Stat. § 9-812(4)(d) to specify the allocation to include the Teach for Nebraska Program Act
e Tor fiscal years 2021-22 through 2029-30, proposed appropriating $500,000 from the
General Fund
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CHAPTER II: FUND DESCRIPTIONS

Since the 2014 Education Committee Lottery Study, education lottery funds have been distributed
for eight purposes, each of which is described below. Financial and data analysis for each fund is
available in Chapter I11.

Learning Community Transition Aid

In 2016, the Legislature eliminated the Learning Community of Douglas and Sarpy Counties’
common levy and provided two years of transition aid to member districts (2017-18 and 2018-19).®

Expanded Learning Opportunity Grant Fund

The Expanded Learning Opportunity Grant Program Act was signed into law in 2015. Expanded
learning opportunity programs (ELO programs) are school-community partnerships in districts
determined to be high-needs,* based on 40% or more of enrolled students qualifying for free and
reduced meals.* The Expanded Learning Opportunity Grant Fund is administered by NDE. It
consists of one percent of education lottery funds and interest earned.® Funding provided by the
ELO programs shall be matched on a one-to-one basis by community or partner contributions.™
NDE is required to provide a report to the Legislature by January 1 of each odd-numbered year.™

NDE began administering the ELO programs by establishing two-year opportunity grants to
partnerships that provide out-of-school time after school and during summer break. Eligible
afterschool sites must be receiving funds from a 21st Century Community Learning Center
Continuation Grant.™" In addition, at least 40% of applicants’ student population must be eligible

xviii

for free or reduced meals; their sites must be in good standing and in operation at least five years.

In May 2017, NDE awarded the first cohort of grants, but due to a low applicant pool they did a
second cohort of grant awards in July of that year.™ In total for the 2017-18 and 2018-19 school
years, NDE awarded 13 grants to 12 recipients for programs at 43 sites totaling $293,841.* In the
2017-18 school year, 2,043 students were served statewide; 84% were eligible for free or reduced
meals, 72% were an ethnic minority, 16% were English learners and 1% were migrant students.

In June 2019, NDE awarded a new cohort of 13 two-year grants to nine recipients for programs at
48 sites totaling $310,738. The 2019 grant awards are listed below.™
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Both the two-year and one-year cohorts were impacted by the COVID pandemic beginning in
March 2020 and throughout the 2020-21 school year. Safety protocols and local restrictions on
attendance directly impacted afterschool and summer programs during this time, which resulted in
unspent grant funds. Some grantees declined the award due to the ongoing pandemic conditions.™

In 2022, 16 new two-year grants were awarded for a total amount of $1,158,991. Note that the
ending balance was large enough to cover all the new grants and administrative expenses for the
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next two years. The 2022 grant awards are listed below.
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Department of Education Innovative Grant Fund

Legislative Bill 519, introduced by Senator Kate Sullivan in 2015, created the Innovation Grant
Program that delegated authority to the State Board of Education for establishing a competitive
innovation grant program. Per statute, grantees shall be a school district, an educational service unit
(ESU), or a combination of entities that that includes at least one school district or ESU. In the
event a grantee is a combination of entities, a participating school district or ESU is required to act
as the fiscal agent and administer the program funded by the grant. Only grant applications deemed
sufficiently innovative and to have a high chance of success are to be awarded.™"

The competitive grant program provides funding to support the development, expansion, and
investment in innovative best practices to improve education outcomes for students in kindergarten
through twelfth grade “while helping them to pave their paths towards successive education and
subsequent assimilation into the workforce.” In January 2017, NDE awarded innovation grants to
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five entities as listed below.
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Further details about each grantee are as follows:

Plattsmouth Community School District: Plattsmouth High School uses the Wall-to-Wall Career
and College Readiness project to refine its academy program into a model for Nebraska’s schools.
This model is based on student interests, learning preferences and career goals. It involves extensive
partnerships with community businesses and educational programs.™""

Scottsbluff Public School District: Scottsbluff Public Schools” Wall-to-Wall Career Academy model
includes six career academies. As students progress through middle school and their
freshman/sophomore years, they are provided with instruction and experiences that help them
determine areas that interest them. Then, as juniors and seniors, they select and refine their focus in

xxviii

Foundational Academies.

Expanded Learning Opportunities Design Challenge: This is a partnership that provides a statewide
coalition of districts, community partners, and key education and community stakeholders with
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opportunities to design and test new models of ELO curriculum that support Nebraska Career

XXX

Readiness Standards. ™™ Beatrice Public Schools was the fiscal agent for this grant.

Westside Community Schools: The Personalized 21t Century Learning Initiative uses instruction
tailored to meet each individual student’s needs, skills, knowledge and learning interests. The project
includes an overarching goal of promoting the academic performance of all students in the district
through personalized learning opportunities with particular emphasis on those experiences which
leverage technology.™

Educational Service Unit Coordinating Council (ESUCC): The Data-driven Ecosystem Enhancing
Teaching and Improving Learning for Students (DETAILS) project enables the ESUCC to

incorporate multiple online educational and data-collection systems into one statewide, secure,
single sign-on portal. The system develops, implements and sustains an integrated ecosystem to
allow relevant teaching and learning applications and tools to integrate sharing data elements for the

xxxii

improvement of student learning and reporting.
These first grant awards ended June 30, 2019.*"

One requirement of the grant process is a third-party evaluator, tasked with capturing processes and
outcomes of the Innovation Grant. These evaluations will be utilized to create a menu of options
for schools wishing to attain improved student achievement. This emphasis on “scaling up”
effective practices sets this grant apart from other such investments. The Innovation Grant
Manager is routinely responsible for supporting the grant recipients, managing grant financial
requests, ensuring strong evaluative practices, and assisting other schools in scaling up and
replicating innovative initiatives to improve student achievement. This individual also reports on

xxxiv

progress to diverse stakeholders throughout the project.

The grant program has evolved and to achieve an intended outcome of scaling innovations
statewide, NDE built from innovation grant results to establish Education Innovation Networks.™"
The Education Innovation Networks are a new approach by NDE for using the Innovative Grant

Fund.

The primary goal of the Education Innovation Networks is to take the innovative work and
subsequent efforts and scale, or engage, a broader set of districts and ESU’s. The theory of action is
essentially to move the local innovation to more districts, locations, and experiences. Providing a
competitive application process to participate in the variety of Networks ensures an opportunity for
school districts and ESU’s. It also allows for the Networks to provide stability and explore
sustainability approaches for carrying forth the innovation work in Nebraska. Five Innovation
Networks have been created to move forward original innovation grant findings and align to the
priorities of the Legislature and the State Board of Education.™" The five Networks, and the
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Board-approved amount are below.
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The Networks, as illustrated above, have private partners serving as contractors. NDE is facilitating
the use of aid, support contracts and grant awards collectively to enable the Networks on a
statewide basis. The approach of contracting directly for services (contractors, experts, network
managers, etc.) is on behalf of and for all participants in an Innovation Network. This approach
ensures the aid to school districts and ESU’s is maintained. Private entities receive remuneration for
any specific services or work provided to the Network members that is a specific part of its
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contract.
Further details about each Network are as follows:

Data Visualization and Use Network: Supporting the secure, effective use of data and providing

appropriate, useful visualization tools essential to inform educators (e.g., teachers, counselors,
administrators, and others) is the primary focus of this Network. Offers the opportunity to identify
needs, test models and tools, as well as provide a longer-term prioritization of enhancements and

> . XXXIX
S.

directions for the resources and training necessary for districts and ESU
This Network is operational and will be seeking applications for team members soon.™

Instructional Materials Network: Supporting aspects of personalized learning and focused career

academies in the initial innovation grants, this Network formalizes an approach that begins to scale
the concepts, resources, and activities occurring around High-Quality Instructional Materials and
developing a process for districts and ESU’s to evaluate, procure, and implement curriculum review

xli

and adoption in districts.

This Network is operational, has over 90 people engaged, and has awarded grants to the following

xlii

teams.
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Equitable Access and Digital Resources Innovation Network: Building from the work of data

ecosystem development, this Network focuses on developing the process for prioritizing, deploying,
and evaluating the use and impact of software and tools for school districts and ESU’s, as well as
creating the sustainability of the systems. Considerations will focus on collaborative software
development, using open-source software and tools, evaluating statewide licensing options, and
aligning the priorities with sustainability of providing access to digital resources and tools. Primary
drivers of the Network will be to focus on meeting Nebraska-specific needs and use cases at a
lower, sustainable cost with equitable statewide access all while raising the level of data privacy and
security protections.™

This Network is just in the beginning stages; the contract with ESUCC, one of the partners, and
NDE was signed on November 5, 2019.*"

Nebraska ELLO Innovation Network: Building on the culmination of a successful collaboration in
the NDE Innovation Grant-funded Expanded Learning Opportunity (ELO) Design Challenge,

Beyond School Bells, together with a group of key partners, will create Nebraska’s ELO Innovation
Network for the two-year period starting in January 2020. This two-year, $800,000 total public
investment request ($400,000 annually in Innovation grant funds) will generate a 2:1 private sector
match, creating a total, two-year pool of $2.4 million to launch and grow a Network supporting 1)
an ELO Design Studio, developing and disseminating low-cost, high-quality, ELO programming,
staffing and evaluation innovations, 2) new ELO incubator program supporting underserved rural
and NDE priority districts and 3) ELO Centers of Excellence promoting and sharing ELO
Innovations.™

This Network is moving forward with a time schedule for rollout of a grant application process in
January 2020. They will be including two different types of mini-grants as part of their process,
which includes one for rural districts that do not currently have an afterschool program and one
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focusing on Centers of Excellence.

The $800,000 approved amount for this Network is in addition to the 3% of Education
Improvement Fund allocation to Expanded Learning Opportunity Grants.

Asynchronous Professional Learning (APL): Building on the successful innovation and supports of

personalized learning, this Network will build the quality standards, skills, knowledge and processes
for quality digital professional learning in Nebraska. The Network will bring together educators,
districts, ESU’s and NDE personnel to establish a process and develop skills to develop and deploy
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asynchronous online courses and training. The APL utilizes already available software resources and
delivery tools to create a high-quality and consistently-applied process for digital learning, course
development and delivery, as well as ongoing sustainability and evaluation of the course offerings.
After the two-year Network, over 40 districts, ESU’s and NDE staff will have the capacity, tools,
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resources and processes to continue building capacity with additional cohorts.

Standard College Admission Testing

In 2011, the Legislature enacted a three-year pilot project that NDE could implement for the
districtwide administration of a standard college admission test to eleventh grade students;
participation by school districts was to be voluntary and subject to the approval of the State Board
of Education. The project was required to be paid for by the Education Innovation Fund
(lottery).™" The goal of the project was an increase in college-going among Nebraska high school
students; 13 public high schools were selected for the pilot.*™ In 2014, the pilot program was
extended through the 2015-16 school year; annual reports were required to be submitted to the
Governor, Clerk of the Legislature and the chairperson of the Education Committee.'

In 2016, the Legislature replaced the pilot project with a requirement that, no later than the 2017-18
school year, NDE shall administer a standardized college admission test to students in the eleventh
grade attending a public school in lieu of the assessment for that grade level. NDE was mandated to
pay for the expenses and allowed to use funds from the Nebraska Education Improvement Fund."

In 2021, LB 528" deleted the portion of 79-759 that allowed the Department to use funds from the
Nebraska Education Improvement Fund in order to support Standard College Admission Testing.
Since this amendment to the statute, the Standard College Admission Testing has drawn its financial
sources from the General Fund."

Community College Gap Assistance Program Fund

The Community College Gap Assistance Program Act was signed into law in 2015 and amended in
2019" and 2021." It establishes a form of financial aid to be awarded by community colleges for
specific programs related to in-demand occupations to cover tuition, fees, direct training costs,
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required books and equipment.” CCPE disburses funds quarterly to community colleges as they are

received.

The program’s name “gap” refers both to the gap in financial aid that is typically available for
noncredit courses and credit courses not eligible for federal Pell grant funding, as well as to the fact
that it strives to produce workers in fields that have a labor shortage."" These students are not
eligible for Federal Pell Grants or state Nebraska Opportunity Grants."" Nebraska residency is a
requirement for gap assistance.™
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The Coordinating Commission may adopt and promulgate rules and regulations to carry out the
Act;* however, thus far they have only issued guidelines that govern the administration of the Gap
Assistance Program.™ CCPE issues an annual report for the program.™*

Per statute, community colleges may use a portion of their allocation to defray the costs of direct
staff support services, including but not limited to, marketing, outreach, applications, interviews,
and assessment. These administrative costs are limited to 10% of any amount allocated for each
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community college.

Excellence in Teaching Cash Fund

Legislative Bill 547, introduced by Senator Greg Adams in 2009, revised the Attracting Excellence
to Teaching Program created in 2006 to become the Excellence in Teaching Act, which now
includes both the Attracting Excellence to Teaching Program and the Enhancing Excellence in
Teaching Program. The first $400,000 goes to the Attracting Excellence to Teaching Program, the

next $800,000 goes to the Enhancing Excellence in Teaching Program, and the remainder is split
50/50."

The Attracting Excellence to Teaching Program funds are allocated as loans to eligible students who
(a) graduate in the top quarter of their high school class or have at least a 3.0 GPA; (b) complete a
teacher education program at an eligible institution; and (c) commit to teach in an accredited public
or private school in the state. Up to $3,000 per year may be loaned to a student for up to five years.
Priorities for loans are to students majoring in subject shortage areas. Loans are forgiven, after the
first two years of teaching in the state, in the amount of $3,000 per year. Loans are forgiven in the
amount of $6,000 for each year of teaching in a very sparse or high poverty school. Loans must be
repaid if a person opts not to teach in the state.™

The Enhancing Excellence in Teaching Program funds are awarded to eligible students who (a) are
certified teachers; (b) enrolled in eligible graduate programs; and (c) majoring in a subject shortage
area. Loans of up to $175 per credit hour may be authorized for up to five years. After the first two
years of full-time teaching following graduation with the degree for which the loan was received, the
loan is forgiven for each year taught in the amount or $3,000 or $6,000 if the person teaches in a
very sparse or high poverty school. Loans must be repaid if a person opts not to teach in the
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state.

Teacher shortage areas are determined annually by NDE based on an annual teacher supply survey
of accredited and approved Nebraska school systems.™ Shortage areas as defined by the U.S.
Department of Education under the Teach Education Assistance for College and Higher Education
(TEACH) Grant will also be considered as qualifying shortage areas.”™ Eligible shortage areas for a
particular student are based on areas identified by NDE at the time the borrower first receives
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funds pursuant to the Enhancing Excellence in Teaching Program. Teacher shortage areas identified
by NDE for the 2022-23 school year are below.™™
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Nebraska Opportunity Grant Fund

Originally known as the Nebraska Scholarship Act, the enacting statute for this fund was created in
2003 and was renamed the Nebraska Opportunity Grant Act in 2010.* The Nebraska Opportunity
Grant (NOG) receives both lottery dollars and General Fund appropriations.™

The NOG program provides financial aid to students who are residents of Nebraska; have not
earned a bachelor’s, graduate, or professional degree; have high financial need (defined as having an
expected family contribution equal to or less than 110% of the maximum family contribution that
qualifies students for a Federal Pell Grant); and who are attending eligible Nebraska colleges and
universities to earn an undergraduate degree or credential. The NOG program uses information
from the federal Free Application for Federal Student Aid (FAFSA) as the basis for determining
eligibility; there is no separate application.™

As of the 2020-21 report, Nebraska ranks 30” in the country for need-based undergraduate grant
dollars per undergraduate enrollment with an estimated $319.88 per FTE.™ The nationwide
average is $743.94."" NOG is the source of these grant dollars. In the same academic year, the
average NOG award was $1,608.60 and 42.7% of eligible students received a grant.™

Distance Education Incentives

The current statute allowing for funding of distance education incentives from lottery funds was
enacted in 2006.°" It allows for NDE to provide the incentives to school districts and educational
service units for qualified distance education courses coordinated through the Educational Service
Unit Coordinating Council for school fiscal years 2007-08 through 2023-24.""" The original bill also
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allowed for reimbursement of distance education equipment reimbursement; however, those
provisions expired after school fiscal year 2013-14.""

Reimbursement of distance education incentives are based upon a set rate per distance education
unit (DEU), which are calculated as follows:™

* One DEU for each qualified, two-way interactive video course received by students in a
school district by a teacher not employed in said district

* One DEU for each qualified course sent by an educational entity (school district or ESU) to
students in another educational entity if none of the receiving students were members of a
sparse or very sparse school district

* One DEU for each qualified, non-interactive video distance education course sent by an
educational entity to students in another educational entity and at least one receiving student
was a member of a sparse or very sparse school district

* Two DEUs for each qualified, two-way interactive video distance education course sent by
an educational entity to students in another educational entity if at least one receiving
student was a member of a sparse or very sparse school district

The reimbursement amount per DEU shall be calculated by the amount available for distribution
distance education incentives on August 1 of each year divided by the number of eligible DEUs, but
shall not exceed $1000.* If additional funds are available, the statute allows for additional
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incentives for elementary distance education courses.

According to NDE, the distance education incentives created in 2006 to encourage school district
innovation in designing, using, and sharing educational courses using existing technology of the time
have largely met intended goals. Since that time, advances in technology, access to open digital
resources, online courses, and other mediums have emerged, creating an opportunity to consider
options for modernizing the use of the funds to address and support equitable access to new and

emerging innovations (e.g., broadband access, statewide systems, additional networks, etc.).
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CHAPTER III: FINANCIAL & DATA ANALYSIS

Lottery Distributions 1993-94 through 2021-22

The Nebraska Lottery began operating on September 11, 1993.* Through June 2019,
$740,485,378 was distributed to beneficiaries including a $5 million transfer to the General Fund in
July 20045

Initially the lottery proceeds, after prizes and operating expenses, were distributed as follows:™"
*  49.5% Education Innovation Fund

*  24.5% Solid Waste Landfill Closure Assistance Fund

*  25% Nebraska Environmental Trust Fund

* 1% Compulsive Gamblers Assistance Fund

As indicated in Chapter 1, distribution changes were approved by voters in 2004."" After an initial
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$500,000 to the Compulsive Gamblers Assistance Fund, current distributions are as follows:

*  44.5% Nebraska Environmental Trust Fund
*  44.5% Education as the Legislature directs
*  10% Nebraska State Fair Board

* 1% Compulsive Gamblers Assistance Fund

Lxxxvii

Total distributions, broken down by fund, are below.
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Allocations to education through 2021-22 totaled $395,351,209 and were distributed as follows:™>"*
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Lottery revenues have steadily risen over time, but as the following chart indicates, they have varied
by quarter. See Chapter IV for details on game changes that have impacted this. Over the last four
years, lottery distributions to education have averaged $20.5 million." The following page details
Education Improvement Fund allocations for 2016-17 through 2021-22.
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The Legislature has changed the education distributions over time. Current statute provides that
lottery distributions be credited to the Education Improvement Fund and then allocated as

follows:*
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Education Improvement Fund financials for the first three fiscal years since the enactment of
LLB519 (2015), which set the framework for the current allocations, are reflected below.™
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Additional financial and data analysis on the various beneficiaries are provided below. It is
important to note that the timing of distributions and payments, coupled with varying accounting
methods used by NDE and CCPE (cash versus accrual), have posed challenges in the reporting of
data for this chapter. Every effort has been made to ensure accuracy of reporting.

Learning Community Transition Aid

Learning Community Transition Aid was allocated for two years only (2017-18 and 2018-19) after
the elimination of the common levy for Douglas and Sarpy County School districts based on a
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statutory calculation.* It was distributed as follows:
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Expanded Learning Opportunity Grant Fund
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Thirteen two-year grants were awarded in 2017 as follows.
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Thirteen two-year grants were awarded in 2019 and nine one-year grants were awarded in 2020 as
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Financials for the Expanded Learning Opportunity Grant Fund for the past four years are below.
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Department of Education Innovative Grant Fund

As stated above, the Department of Education Innovative Grant Fund and the Innovation Grant

Program were created with the passage of LB 519, effective August 30, 2015.°" It has been
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distributed as follows:
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Standard College Admission Testing

As stated above, LB 528 (2021) deleted the portion of 79-759 that allowed the Department to use

funds from the Nebraska Education Improvement Fund. Since then, the Standard College
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Admission Testing has drawn its financial sources from the General Fund. Therefore, this portion
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no longer applies.

Community College Gap Assistance Program Fund

Allocations to this fund were further distributed to the six community colleges as follows:*
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A provision in statute limits the total amount of community college gap assistance allowed to be
award during any fiscal year to $1.5 million.” Gap Assistance Program financials for each of the

community colleges are below.
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Legislative Bill 180, introduced by Senator Kate Bolz in 2019, changed the definition of “eligible

program” so that a program which is offered for credit, but is not enough clock, semester, or

quarter hours to qualify for Federal Pell Grants, qualifies for the Gap Assistance Program. Prior to
the bill’s September 1, 2019 effective date, only programs that were not offered for credit and were
at least sixteen contact hours in length were eligible programs.* Two examples of programs that are
now eligible under the revised definitions are Certified Nursing Assistant (CNA) and Commercial
Driver’s License (CDL).®” Additionally, the Program Guidelines for the Gap Assistance Program
allows community colleges to be asked to return any unused funds in order to reallocate them.®
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Excellence in Teaching Cash Fund

The financials for the Excellence in Teaching Cash Fund, including an expenditure breakdown by

scholarship program and postsecondary institution, is provided below.*"
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Nebraska Opportunity Grant Fund

The Nebraska Opportunity Grant (NOG) Program historically has been supported by
appropriations from the Nebraska Opportunity Grant (NOG) Fund, as well as General Fund

appropriations. Financial analysis of NOG Program funding from these two sources of funds is

cvii

below.
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The NOG fund is the only education lottery allocation that is not statutorily allowed to assess actual
and necessary administrative expenses.“" Due to the nature of the funds (postsecondary financial
aid to students), lottery funds are collected for an entire fiscal year before being available for awards
at the institution level; therefore, the size of the ending account balance can be somewhat
misleading. The Coordinating Commission for Postsecondary Education has provided a proposed
plan to gradually spend down any excess in the account while still maintaining a consistent level of

financial aid to students, year over year.” That plan spans through 2036-37.
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Distance Education Incentives
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The three percent allocation for distance education incentives remains in the Education

Improvement Fund unlike all other allocations that are transferred to their respective funds. The

financials for the distance education incentive allocations, when isolated, are reflected below.™

Because this remains in the Education Improvement Fund along with the retainer, there was not

ever an actual negative account balance.
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A breakdown of the distance education units by subject area are as follows.™
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CHAPTER IV: ADDITIONAL FINDINGS

Financial Data Transparency

There are currently no statutory requirements related to the reporting of financial data by the
Education Improvement Fund nor by allocation recipients. The process of compiling data for this
report at a level that provided both formatting consistency and a drilled-down level of transparency
became a laborious and time-consuming process for NDE, CCPE, the Legislative Fiscal Office and
the Education Committee staff.

The end result is an accurate snapshot of the financial data, adjusted as best as possible, for cash
versus accrual reporting, timing delays of financial transfers and other anomalies. Adding reporting
requirements to statute would provide greater transparency to the citizens of Nebraska, as well as
future Legislatures as they contemplate the effectiveness of lottery dollar allocations.™

Recent Nebraska Gaming Changes

Lucky For Life: Previously only holding drawings on Mondays and Tuesday, the multi-state Lucky

for Life game began daily drawings on July 19, 2021.%" The change to daily drawings increased sales
with an increase of 89% over the previous fiscal year.™" Three $25,000 a Year For Life winning
tickets were additionally sold in FY-22, bringing the total to four $25,000 a Year For Life winners
since Nebraska joined the game in August 2017.%

Powerball: Powerball made changes to its drawing schedule by adding Monday drawings starting on
August 23, 2021.°"" No changes were made to the game odds or prize amounts. Nebraska Powerball

cxvii

sales increased 19% in FY22 due in part to the additional drawings.

Terminal System Conversion: A major initiative undertaken during the 2021 fiscal year was the
conversion of retailer equipment and systems that would underpin the Lottery’s operations for the
next several years. In August 2020, a new contract was awarded to International Game Technology
(IGT) to continue as the provider of Instant and Online games and related services.

Shortly afterwards, the Lottery and IGT began working on the new system. The conversion process
was split into two parts, with the emulation phase beginning in June 2021 when Retailer Pro
terminals and peripherals were installed at all Nebraska Lottery retailers. The second phase occurred
in October 2021, when the retailer terminals and backend system were converted to the new Aurora
system. The Lottery anticipates the system conversion will bring increased efficiency and cost

cxviii

savings while providing new features for players and retailers.
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Game Partnerships: Brew Bucks and Nebraska State Parks Centennial: Two new partnerships with
Nebraska organizations began in 2021. The $2 Brew Bucks Scratch game launched on April 14,

2021. The game was developed in partnership with the Nebraska Craft Brewers Guild, an industry
organization representing Nebraska brewers. The NCBG logo was prominently featured on each
Brew Bucks ticket, and the Guild provided Enthusiast Memberships for special offers and discounts
at participating breweries. Ten memberships were given away in a social media promotion April 20 —
27 which had 1,058 entries.®

2021 also marked the 100th anniversary of the Nebraska state parks system. To celebrate, the
Nebraska Lottery partnered with the Nebraska Game & Parks Commission to produce the $5
Nebraska State Parks Centennial Scratch game. Players could win thousands of cash prizes up to
$40,000. 9,670 entries were received for the promotion, and 9.9% of entrants joined the Lottery’s
MVP Club specifically to enter the promotion.™

Mobile App Ticket Scanning: An update to the Nebraska Lottery mobile app in May 2020 added
one feature often requested by players: ticket scanning. Post-update, Scratch and Lotto tickets could
be scanned in the app to determine if they have won prizes and display any prize amounts under
$500. The ticket scanner feature was promoted via email, on nelottery.com, and on the Lottery’s
social media channels. The number of tickets scanned has averaged around 55,000 per week since
launch.**

Top Prize Odds on Lottery Advertisements: LB 252 was introduced during the 106th session of the

Nebraska Legislature and signed into law in May 2019. The law requires that all Lottery
advertisements contain the odds of winning the top prize for any games shown in a clear and
conspicuous manner. Only advertisements produced after the law went into effect in September
2019 are covered.”™"
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